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Thank you for you interest in the Sunnyside Mine closure 

lawsuit. Please review the attached materials and be prepared to 

y raise issues and concerns at our meeting scheduled for Wednesday, 

^^3 /U^ 28th from It00 - 3x00 in the Conference Center. As a 

reminder, the purpose of the meeting is to try to reach a 

consensus on EPA's position concerning the proposed consent 

decree. The attached documents should be considered FOIA exempt 

(deliberative process) and should not be released. 

o Printed on Recycled Paper 
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8tfKNV8X0E SOLO CORPOSIATXON 
AN tetlO SAY OOMPAtrv 

P.O. Box 177 .Silverton, CO 81433 
Phonp (.*• i) 387-5533 .Telecopy (303) 387-5310 

C -NFIDENTIAL 
FOR SETTLEMENT PURPOSES ONLY 

April 4, 1995 

J. David Holm, Director 
Water Quality Control Division 
Colorado Department of Public Health and Enviromnent 
4300 Cherry Creek Drive South 
Denver, CO 80222 

Dear Dave: 

Thank you for the opportunity to meet with you to discuss Sunnyside Gold Corporation's 
proposal. This volxmtary mitigation and closure plan addresses the requirements of both the 
Water Quality Control Division (WQCD) and Sunnyside Gold Corporation (SGC) and it should 
allow the parties to reach an acceptable settlement ofthe outstanding issues. We contemplate ^ > 
that a Consent Decree incorporating this proposal will be negotiated by the parties and counsel i 
vyjthin sixty days and then entered by the District Court 

opr/MiSnc 
HMnrv ftHd BagkorftUii.1 

.i^ f. 
SGC acquired the assets ofthe historic Sunnyside Mine in 1985, reconditioned the mine and 
mill, and produced gold from 1985 to 1991. SGCs mining and milling facilities were closed in 
August of ' •-̂ 1 due to lack of ore reserves and depressed global metal markets. Prior to the 
decision tc ir.ipiement final closure, SGC developed a strategy to work on reclaiming areas that 
were deemed unnecessary for any potential future production. A small group ofthe local 
workforce has been kept busy as a result of this progr" nd then transferred on to fmal closure 
activities. 
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During the summer of 1991, SGC began looking at what would be required for final closure and 
release from permits from both the WQCD and the Division of Minerals and Geology, Mined 
Land Reclamation (MLR). The MLR permit stated that upon fmal closure of the mine, concrete 
bulkheads were to be placed in the tunnels to prevent water from exiting the mine via the 
American Tuimel and Terry Tunnel. 

Hydro-Search of Reno, Nevada was contracted to do a study called Preliminary Characterization 
ofthe Hydrology and Water Chemistry ofthe Sunnyside Mine and Vicinity. The report was 
completed in February of 1992 and indicated that it would be possible to return the hydrologic 
How to an approximation of premining conditions. SGC also contacted Dr. John Abel Jr., 
Mining Engineer, for evaluation to see if deep seated bulkheads were practicable at Sunnyside. 
A letter report from Dr. Abel helped to reinforce the Hydro-Search work and encourage SGC to 
pursue the option of placing hydraulic seals in the Sunnyside Mine. 

SGC announced at a joint meeting between the staff people of WQCD and MLR in June 1992, 
the intention to bulkhead the mine in order to fulfill the terms of its permits and obtain permit 
release. 

Through 1992, SGC, Hydro-Search and Dr. John Abel Jr. gathered additional mformation 
necessary to evaluate the hydraulic and hydrochemical aspects ofthe proposed bulkheads as well 
as develop detailed engineering plans for the project. This work was completed early in 1993 
and a technical revision of SGC's reclamation permit was submitted to the MLRD with a copy 
sent to the WQCD. 

A joint meeting was held to discuss and address technical and regulatory concerns with the 
project in April of 1993. The technical concerns of MLR were addressed by early fall, however 
the WQCD still had regulatory concerns. A decision was made to move forward with Mined y 
Land Reclamation Board (MLRB) approval with stipulations that SGC have WQCD approval ' ^ -
prior to valve closure. The technical revision was approved by MLRB in November 1993. 

After MLRB approval, SGC and WQCD tried to resolve differences on the requirements 
necessary for the hydraulic seal project to move forward. A major issue was whether or not SGC 
is responsible for seeps and springs that may be reestablished following mine closure. 

SGC believes that final reclamation ofthe mine should include plugging ofthe American Tunnel 
and ultimate termination ofthe discharge at the portal. This would conclude SGCs obligation to 
have a point source discharge permit. The reestablishment of t^proximate historic pre-mining 
hydrologic conditions underground will ultimately lead to reemergence of natural springs and 
seeps as water no longer moves through the geologic structures to exit the mine tunnel. Such 

• ^ 
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seeps and springs, in SGCs view, would not be subject to permit requirements as point sources. 
The WQCD has taken a contrary view. 

In May of 1994 SGC filed a declaratory judgment suit in district court to resolve this issue. 
Since filing, both SGC and WQCD have been trying to reach a settlement which would allow 
SGC to move forward. 

The purpose of this proposal is to be the basis of a Consent Decree settlement ofthe lawsuit and 
the permit and regulatory issues. If the actions contemplated by the settlement do not achieve the 
conditions for permit release contemplated by this proposal, then the parties would be free to 
pursue the legal positions they have taken or to otherwise seek to resolve the matter. 

SGC and WQCD have worked towards reaching a framework of voluntary offsite cleanup efforts 
in order to satisfy each other's requirements. WQCD's major goal is to allow SGC a method of 
release from pernuts without degrading the water quality in the Upper Animas Basin. SGCs 
major goal is to expedite the closure and reclamation at Surmyside including final release from 
all CDPS/NPDES permit (including stormwater requirements). This proposal is made to reach a 
voluntary agreement that would allow each party to realize its objectives without taking the 
Utigation to a decision. The actual settlement document will make clear that neidier party is 
conceding its legal position on the unresolved regulatory issues. 

a.< 

Voluntary Plan Summary 

American Tunnel/Terry Tunnel 

V i > 
; M , ^ t . ^ - M 

During 1995 SGC will close the valves at the Terry Tunnel plug and at the property line in the 
American Tunnel. Once closed, the mine pool will start to build and will be monitored for pool 
height. The pool will be considered at equilibrium when the rate of rise ofthe mine pool has 
leveled off. Equilibrium will be defined by mutual agreement between SGC and DMG. Once 
the pool is at equilibrium, SGC envisions the placement of additional hydraulic seals 
dovimstreara ofthe property line seal to eliminate the American Tunnel TOrtal discharge and to 
allow final reclamation ofthe surface facilities as currently pennitted.^j|g|||Pim[B^B 

^^^BHHiPPHIIHIhould maintenance of the portion of the American Tunnel y 
downstream ofthe property line seal be undertaken by other parties, then SGC will be released < ^ ^ 
from any continued permit obligation. Downstream hydraulic seals or other hydrological \ Jy 
controls will be implemented as necessary to maintain ambient quality, as defined, below I T T ^ J 
Silverton or satisfy MLR permit requirements. " 

^ 

i 
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Mitigation Projects 

SGC is submitting V M V V H H H I B I V H V V H M H B H I H K h the WQCD 
and SGC achieve their goals in the Upper Animas Basin. SGC is willing to complete as many as 
necessary for achievement of our mutual goals. 
UmilJIIIII^IimiPFor mitigation sites, a monitoring schedule is outlined under monitoring 
requirements 

^y V^Cement Creek ..^JuJ-^'^^""^^' 

i^V \ jT'lv^The WQCD has expressed concem about potential near-term adverse impacts on the Animas 
W '-^-^ / River from plugging and cessation of treatment at the American Timnel. SGCs consultants have 

sf-' uliA not projected such impacts. In order for SGC to allay those concerns and close the valves at the 
Terry Tunnel and at the property line in the American Tunnel, 8000 feet from the portal, SGC 
will take steps to create a water quality "cushion" within the Upper Animas system for potential 

7 additional loading without change in Ambient Quality below Silverton. To create this cushion, i i; y 
SGC would divert fiow from the main stem of Cement Creek, including north fork of Cement /A ^'' 
Creek, to the current water treatment system for treatment Upon valve closure at the Terry ^ 

"̂  Tunnel and at the property line in the American Tunnel, SGC will adjust the treatment facilities v , 
as necessary to accommodate the remaining fiow from the lower American Tuimel and the 
diverted flow fiom Cement Creek. This diversion would be regulated in amount from total flow 

J. imlow flow months up to t̂ e equivalent flow, jf necessary, lost to the treatment system by 
^«^alin^during high flow. THiS diversion will be monitored and controlled to manage impacts at 

'*-' I ̂ W the reference point in the Animas River below Silv Jrton. Once other mitigation steps take effect, 
l\y I /the amount of diversion will be decreased and stop led when,^ $GCs opinion, they are no 

^^L^^ longer necessary. The water tieatment facility will remain inoporational condition until permit 
\.'' D̂T release. Upon permit release, the facility will be dijsmantled and the treatm^ ponds and surface 

? 

V 
, > > • 

1 

V 
I 

, disturbances reclaimed. 

vj Conditions of Permit Release 

^ When the conditions described below have been 
<̂^ CDPS/NPDES permits includin 
"̂ î Asame approximate time that the MLR pi 

Ĵ  will be required by WQCD for seeps or S|̂ rings whi 
plugging. 

(2b P^'^*-^'"-^^^ 

- ^ ^ / 

SGC will be released from its 
IS anticipated this will be at the ' 

is finally released. No.future point source permits 
may emerg^or increase a ^ tuimel 

' :A *^ • 

.v̂ , 
) 
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Definition of Ambient 

The ambient quality reference point will be located below the Town of Silverton after the 
confluence of Cement Creek, Mineral Creek and the Animas at the beginning of Segment 4a as 
defined by the WQCC. Samples collected to date have been taken at a sample point named 

^ | | | | | | | | i g | M i H M M M i | | | d j i i f i f i g g H M M M a | | g ^ would continue sampling 
there. 

The ambient quality of Segment 4a listed in the stream classifications and water quality 
standards for dissolved zinc is 520 micrograms per Uter. By definition, the ambient value is 
simply the value ofthe sample it the calculated 85th percentile position of available information 
arranged in descending order. Fifteen percent ofthe samples are expected to exceed the ambient 
quality. The sample collection for this site started in January 1989 and continues today. The 
ambient standard, however, uses all information gathered during the years 1989 through 1993. 

SGC has reviewed the sample results for dissolved zinc and takes issue with the conclusions 
derived from the small number of samples collected during low flow winter months. Metals 
loading varies seasonally, with highest concentrations ̂ tmd in the low-flow winter months. 
Plotting ofthe data shows that all exceedences of ambient standards occur in the low flow 
months between November and April and that consistent data collection for low flow months has 
not been done at the frequency of other months. 

more accurate value would be approximately 550 micrograms per liter Zn, 

\ y SGC proposes that the lower defined ambient quality for dissolved zinc (520 micrograms per 
-/' '^liter) can be used as j.referen9e point if all data collected and used in modelling are weighted to 
' ' sample timing as has been done for the establishment of ambient quaUty. 

Both SGC and WQCD agree that dissolved zinc is the primary metal for which success or failure 
of seaUng the mine is to be evaluated. Zinc is chosen because of its mobility (ie conservative 
naKire) within the Upper Animas River system. When zinc is removed from the system, other 

letals will likely also be removed. 

Voluntary Mitigation Projects 

SGC is Usting nine mitigation projects which will offset potential loading increases resulting 
from waters returning to their natural flow paths around the Surmyside Mine. The projects are 

^ Attorney Ctient Work Product 
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listed as "A" list or primary (those projects on which work will commence after the hydrauUc 
seal valves are closed) and "B" list or secondary (those projects which may need to be completed 
in order for the dissolved zinc quality at Segment 4a to remain at ambient conditions). The 
secondary list will be worked on after the primary list has been completed and the quaUty at the 
reference point can be monitored to see the effects ofthe completed work on reducing the 
dissolved zinc loading from the Upper Animas Basin. Completion ofall projects on the ' 
secondary list may not be necessary if enough room is created in the Animas to maintain'ambient 
quality and allow for final closure of Sunnyside facilities including permit release. 

It is not the intention of SGC to overstudy these projects but to evaluate, engineer and complete 
work in a safe, proper and expedient maimer. All work on mitigation sites wiU be BMP with the_ 
focus on reducing the dissolved zinc loading at the reference ( ^ H H H I H H H I V V H M P I 

J i f l M i M H H i m m P . SGC would perform the work in a workmanlike manner and 
would submit documentation of projects to demonstrate implementation of best management 
practices ("BMP"). SGC, WQCD and MLR need to concepmally agree that these projects would 
reduce metals loadings in the Upper Animas as well as reclaim abandoned mine/mill sites. 

SGC is listing the conceptual projects for concuirence by the WQCD and MLRD as to the 
viability ofthe project as well as an understanding ofthe BMP technique envisioned to be used 
at each site. Afler field inspection ofthe projects some modification ofthe work may be 
necessary depending on conditions occurring at each site. 

Mitigation on sites not owned or controlled by SGC will require permission of property owners 
to enter their property to evaluate and do mitigation work. Should pennission not be granted, 
other projects may need to be substituted on the list. Should SGC identify more beneficial 
projects, they will replace other projects on the "B" or secondary project list with concurrence 
from both WQCD and MLR. 

Prior to commencing work, SGC wiU supply engineering data to both WQCD and MLR on 
voluntary mitigation projects. , ,,_ / 

1 1 ' ' 

"A" List - Primary Voluntary Projects 

Sunnyside Mine Pool 

-11^ '-'^ ...^. 

Part of filling ofthe mine pool would be to introduce high pH water into the pool during 
filling. The projected target pH of mine water would be 8.0 to 9.0 versus current 6.5 at 
the American Tunnel. This would allow for the pool to reach equilibrium from a basic 
pH as oxygen is depleted rather than from an acid pH. ^̂  .̂ ^ , . ̂  ^ "tsJ Ẑ "̂- -̂ *̂  
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Mine Waste Dump - South Fork of Cement Creek 

ll'^ 
.'|.v^ • l,'(/y* 

^. 
y/' 

.̂ '̂ K^'^i^t 
rin -̂

u 

^ / , 

1 \ 

'.V 
vy 

y 

The remainder ofthe mine waste dump would be removed and consolidated with addition 
of high pH material for stability. The area underlying the waste dump wdll be revegetated 
in accordance with SGCs MLR permit. The consolidated material will be capped and 
revegetated. 

Surface Mill Tailings at Eureka - Eureka Townsite 

The surface tailings at Eureka will be removed and consolidated with addition of high pH 
material for stability. Due to this area existing in an alluvial fan which consists primarily 
of gravel, no revegetation would be done. The consolidated material will be capped and 
revegetated. 

Gold Prince MiU Tailings and Closure BuUdiead - Head of Placer Gulch 

The closure bulkhead which prevents entry would be reinforced and portal reshut to 
create a water retaining bulkhead. The surface mill tailings wiU be removed and 
consolidated with high pH material. Disturbances would be revegetated. The 
consolidated material will be capped and revegetated. 

Koehler Longfellow Portal and Mine Waste Dump - Headwaters of Mineral Creek 

A buUchead would be installed in the adit to return the hydrologic regime to approximate 
premining conditions. The mine waste dumps would be removed from the creek bottoms 
and consolidated with high pH material for stability. Areas that do not occur within talus 
slopes will be revegetated. The consolidated material wiU be capped and revegetated. 

/ • "B" List - Secondary Voluntary Projects 
\ 

Boulder Creek MiU Tailmgs - Upstream of confluence of 
Boulder Creek and Animas River 

The tailings will be removed and consolidated with high pH material for stability. The 
disturbed areas will be revegetated. The consolidated material will be capped and 
revegetated. 

Pride ofthe West Mill Tailings • Howardsville 

Attorney Client Work Product 
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The historic tailings would be removed on the west side ofthe property away from 
streams. The material removed would be consolidated and the disturbed areas 
revegetated. 

Columbus Mine Portal - Animas Forks 

A bulkhead will be installed in two adits to prevent direct mine discharge in order to 
return the hydrologic regime to near premining conditions. 

London Portal - Headwaters of Animas River 

A bulkhead will be installed in the adit to prevent direct mine discharge in order to retum 
the hydrologic regime to near premining conditions. 

Schedule 

The voluntary mitigation projects will start shortly after valve closure and diversion of Cement 
Creek. Construction is confined to summer and fall months due to the heavy winter snowfalls 
that occur in the Upper Animas Basin. 

The "A" list of primaiy projects will be completed within the first two field seasons. Monitoring 
at the reference point for removal of metais loading begins concurrently. Upon completion ofthe 
"A" list of voluntary projects, SGC will then start on the "B" Ust or secondly list of voluntary 
projects. If the projects are successful in removing dissolved zmc loading from the Upper 
Aninvas River all voluntary projects required to maintain ambient quaUty will be completed in 3 
to 4 years. 

Permitting 

Three permitting issties wiU need to be resolved as part of a fmal settlement: 

fipneral permit. The parties will negotiate a water quality permit which will be in the 
nature of a general permit to cover all ofthe mitigation projects contemplated by the 
agreement. The general permit vnU be based on best management practices for the v 
mitigation projects. It wiU provide liability protection, to the maximum extent aUowed -

tie general permit wiU expire when the mitigation projects have 

Attorney Client Work Product C 
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been completed, and there v^ll be no cottfuming obligation of SGC to maintain water 
quality^ 

.covenant 

ri;^pS/NPnFS Permit Amendments. SGC does not contemplate that any additional 
treatment wiU be necessary at the Terry Tuimel. SGC will continue to operate the 
American Tunnel water treatment facilities imtil they are no longer necessary to maintain 
the dissolved zinc criterion at the reference point in the Animas River below Silverton. 
-Diversion of Cement Creek waters, which are different in character firom mine water, may 
bring new background toxic conditions into the American Tunnel water treatment system. 
Since the fourth quarter of 1993, SGC has passed all chronic Whole Effluent Toxicity 
(WET) tests at the Instream Waste Concentration (IWC) ratio, which demonstrates that 
the treated mine water discharge has not been toxic. 

standards, tnere will be an improvement in 
compliance point for enforcement 

At the conclusion ofthe requirements ofthe Consent Decree, the existing CDPS/NPDES . 
perniits would be released. M i M | M B | i A i i B i f t M | M ^ ^ H I I ^ ^ ^ | H H i | # e i I 

Other Permits. If other environmental permits are required for the mitigation projects, 
such as Section 404 permits or "reclamation only" MLR permits, WQCD wiU cooperate 
with SGC in obtaining such permits from the appropriate agencies so that the projects can 
go forward in a timely fashion. If necessary permits are ultimately denied by the 
responsible agency, that portion ofthe mitigation projects will be deleted from the 
requirements ofthe Consent Decree. 

^ / 

Monitoring Requirements 

As long as the Consent Decree is in effect, SGC vrill monitor the following sites according to the 
schedule below. 

Attomey Client Work Product 



CDH WQCD WQCC PAGE 11 

.y' 

•-J 

J. David Hohn, Director 
April 4,1995 
Page 10 

SfiC Permitted Area 

^fj.L'^jV^I 

American Tuim4 Inflow - Sampled monthly for dissolved and 
total metals until no flow ê rî ts or permits are released. ^ 

Cement Creek Inflow - Sample(^monthly for dissolved and total metals while Cement /. / 

f Creek is diverted. 

American Tunnel Effluent - Sampled weekly for t<(tal metals and monthly (^r dissolved. 
Below ^ig,,coBfiu(SQce ofthe American Tunnel effluent and Cement Creek will be 
sample4^ionthly^total and dissolved metals until Cement Creek diversion and _^ ^ 
treatment MAmencan Tunnel waters cease. / LL-^ f^^ '•'••,, I'A. tn/t^t. 

Terry Tuimel Inflow - If flow exists, inflow wiU be sampled^^jira accessiblej^r C. ^*~^< . 
dissolved and total metals unt}hi»41ow exists or pertnits are released. . / .. ̂ , . « . - , . 

Terry Tunnel Effluent - If treatment is requirecTSue tofiowfi^portal, eflEluent will be 
sampled, when accessible, weekly for total metals and montnlŷ 'for dissolved until no 
flow exists. 

Sampling of other areas per SGCs MLR permit wiU continue until SGC is released from 
its obligations by MLRD. Sampling of other areas per SGCs CDPS/NPDES permits wil^ 
continue until SGC is released from those permit obligations. , ^., ^S.. ^^"^ 

Mitiiyation Sites 

SGC wiU monitor mitigation project sitesrfbr dissolved base metals starting in 1995. Sampling 
will s t ^ two years after each project is completed. If appropriate, SGC will collect a sample 
above, betow, end at the mitigation site. Four sample periods wiU be done yearly with one at 
high flow, when the site is accessible, and one at low flow, late fall. 

Rcferencg Point 

Reference point will be sampled for dissolved metals at a weighted firequency comparable 
to that existing for the time period of 1989 through 1993. This sampling will continue 
until SGC is released from CDPS/NPDES permit requirements. 

Attomey Client Work Product 
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Potential Adverse Effects by Others 

Should new adverse effects on the Upper Animas Basin occur through man-made or natural ^ 
causes, SGC will monitor these causes so that a mathematical adjustment can be made to the ^ 
Calculation Methodology for Ambient Quality in the Animas River below Silverton. 

Calculation Methodology 

SGC will be released from its permits when information exists to calculate that the ambient 
dissolved zinc criterion at the reference point will not be exceeded if treatment of Cement Creek 
is stopped. The timing of this calculation is addressed below. 

The calculation will require inf<:^rmation on quantity of flow and concentration of dissolved zinc 
in the water at both the reference point and at all streams of water treated at the American 
Tunnel. On a monthly basis the following calculations would be made to determine a calculated 
quaUty at the reference point. The calculated quality could then be compared to the established 
ambient quality. j 

. 1 . • 
(<. I ( 

1) 

2) 

3) 

4) 

5) 

., d/r 

Reference point quantity x rererence point quality = reference point loading 

Cement ^ e k inflow quantity x Cement Creek inflow quality = Cement Creek loading 

American Tunnel inflow quantity x American Tunnel inflow quality - American Tunnel 
loading 

/ 
Tteatment discharge quantity x treatment discharge quality - treatment discharge loading 

/ Adverse impact quantity x adverse impact quality ~ adverse impact loading (activities of 
' \ ^ e r s ) 

A^ 
Reference point loading + Cement Creek loading + American Tunnel loading - treatment 

_ discharge loading - adverse impact loading = calculated loading. 

7) Calculated loading -«- reference point quantity - calculated quality. 

This calculation will be carried out based on monthly sampling to determine how the Upper 
Animas Basin is reacting to voluntary mitigation. Based on this calculation SGC will be released , 
from its permits when water treatment is stopped, without long-term monitoring. [A 

Attomey Client Work Product ^ - ' U } ' ±J^ r ' 

'a^^'^(H"''' Uc^-' 
- • • ' V L C> 

x.t-



^6/87/1 
303-782-0390 CDH WQCD WQCC PAGE 13 

^ 

J, David Holm, Director 
April 4, 1995 
Page 12 

Reference Point 

The reference point will be at the WQCD's sample point A-72 below Silverton near an 
established USGS gauge and below the confluence of Cement and Mineral Creeks with the 
Animas River. The point will be sampled as described above and 

Estimated Timing 

Based on historical information, Hydro-Search expects the final mine pool elevation to be at 
equilibrium at approximately 11,500 feet above mean sea level. Their volume calculation gives 
total cumulative gallons at equiUbrium of approximately 195 mUUon gallons. Hydro-Search's 
two methods of estimating the schedule of natural mine flooding predict that the water level will 
substantially reach equilibrium (86% of equilibrium) in one to ten years. 

SGC can pump an additional 200+ gallons per minute into the mine pool during summer months, 
thus shortening the total fill time by 12% of total gaUons for each year that water is pumped into 
the mine. If SGC pumps additional water into the mine, total fiU time would be reduced by 
about 12% per year of pumping, and fiU time may be reduced to between one year and four 
years. 

Once equilibrium ofthe mine pool is established, the terms of SGCs MLR permit allow for 2 
years of monitoring prior to considering the project successful. The 2 years is to allow for 
evaluation of short circuits of waters that might emanate from the Sunnyside workings and to 
evaluate the property line plug. After the deep seated bulkhead is determined successfiil, SGC 
would grout the pipes in the deep seated bulkhead at the American Tunnel and then start 
plugging ofthe lower American Tunnel waters. 

WQCD has expressed a concem that enough time be allowed for the pool to reach equilibrii 
both in quantity and chemically. SGC proposes that a nunimum time for permit release be 
years after valve closure at the property line plug in the American Tunnel. 

riunu' 1 Y 
y^ 

The voluntary mitigation projects will start as soon as practicable after valve closure. The "A" 
Ust or primary projects will be complete within 18 months. Mitigation ofthe "B" list of projects 
would start after monitoring results from the reference point allow for evaluation ofthe specific 
number of projects necessary. All work would be completed by the end of the fourth field 
season. 
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Attached please find a flow diagram vsiiich shows the steps SGC is voluntarily taking in order to 
move toward fmal permit release. 

To aUow SGC to move this process forward to 1995 construction, prompt negotiation ofthe flnal 
agreement will be needed. If the WQCD agrees in principle with this proposal, we request that 
the WQCD confirm that agreement by a letter which would estabUsh a non-binding agreement in 
principle. 

Sincerely, 

William B. Goodhard 
Resident Manager 

c J £ ^ 

cc: Amelia Whiting, Esq. (w/enclosures) 
Allen Sorensen (w/enclosures) 

Attorney CUent Work Product 
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STATE OF COLORADO 
SAW itomer, Covefflor 

_ nut 5»»w«yd«f, Aettng Executive Directof 
Dedksted » pmteatng »nd impre^ng the i\e»lth and environment of the peopk of Colorado 

4300 Cherry Oeek Dr. S. Ubof«t«y Buildmg 
Dtmet, Colorado80222-1530 4210 E. llthAvenue 
mmt <303) 692-2000 Denver, Colorado 80220-3716 

<303)69î 7oo OJondoD««i i i^ 
IkHoidi ofÎ tblicHGddl 

MuiEnvuoniiMnt 

May 12.1995 

Mr. WiUiam B. Goodhard 
Resident Manager 
Sunflyside Gold Corporation 
P.O. Box 177 
SUverton.CO 81433 

RE: Diacufiion Items for May 17,1995 Meeting 

Deaf Mr. Goodhard: 

In order to faciUtate our discussion on May 17, we felt that it would be advantageous to provide a listing of those 
areâ  which itiU need discussion or diose technical items where the Division has questions and sedks clarificadon. 
The purpose of this letter is to provide you widi &is information. The following is a list of items which need 
discussion: 

Ty^^tment ef Cement Creek 

It is ̂  Division undentandmg diat Sumiyaide Gold Corporatim and Echo Bay Mines ("SGC") have committed to 
treatment of Cement Creek in an effort to provide a loading deficit in the stream to absorb the anticipated increased 
loading from the plugging of the American Tunnel. This concept is acceptable to tiie Division. We do, however, 
need to better understand how the system you proposed willwork. Could you please provide us with an explanation 
of how this wiU physically be accon^Ushed k particular, how will the dodsion be made on the total quantity of 
flowto bediveiled. What is die anticipated loading rcoiovBl that SGC is expecting by the diversion and treatment 
of Cement Greek? We assume tiiat die zinc loading to be removed fiom Cement CredcwiU be equal to die 
anticipated loading from tiie plugging. (See Januaiy 13,1995 letter to Mr. William Goodhaid fiom the Division fat 
possible loading scenarios.) Has SGC evaluated wdietiicr thoe is suflSdent loading in Cement Creek at dw point of 
the American Tunnel to balance the anticipated loading? Our quick calculations wwld indicate that it mqr be 
di£Bcult to meet the most optimistic scenario under some low flow conditions. What is the expected quality of die 
diacbarge fiom die c<mbtned system? Will tiie tieatment system be cqiableofhandUng die flow botii hydrauUcalfy 
and chemically? 

The process uaed to decide when to cease treatinent of Cement Creek needs to be fiirtiier developed Such a decision 
should include sane level of input fiom botii die Division and Division of Minerals and Geology. 
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Pf fin jtinnaf Ambient 

The Divi8i<Mi has evaluated your comments concerning the definition of ambient and we have thought about how to 
impose the 520 ug/l in an efficient manner. The detennination as to v^^er the water quality goal at A-72 is met 
should be based on using aU of the paired streamflow and rinc concentrations data. At issue here is the need to 
detennine die criteria to be used to evahiate wiiether the zinc concentration has inoeased, decreased, or not changed 
at A-72. The Division has established the 8 Jth percentile zinc concentration standard, based on a simple rank 
ordering of the data for stations A-72 and KPS-82, as 520 mg/l. The following is a concept on which wo would like 
your thoughts. 

The existing concentration of zinc is a function of stream flow at A-72. The relationship between stream flow an the 
concentration of dissolved zinc shows that 520 ug/l zinc concentration, on average, corresponds to a discharge of 44 
c& which approximates the annual low flow. The attached graph iUustrates the variability in the zinc conoenlratioq, 
especiaUy at the low flow end of the curve. The flow-concentration "model", rather dian a single number, aUows use 
of the entire data set to evaluate change/no change in zinc concennration at A-72. For example, reduced zinc 
concentration would result in most or all of the data points falling below the existing Une. Concentrations at a given 
flow above the line would indicate a lowering of water quality. This "model" assumes that the percent change in 
zinc concemration owing to BMP's and mine closure is uniform tfaroughmit the flow range of interest. The loading 
anatysis done by the Non-Point Source Program for four synoptic events indicates that the load peraentagie fiom the 
various watersheds is based on a telationship between stream flow and concentration. 

It was proposed by SGC that wei^iing samples to the low flow period on the tbeoiy that past sanqiling was biased 
toward h i ^ flows. The flow-concentration modd makes use of vdiat ever data is obtained Ifunusually high flow 
or low flow conditions are encountered during the evaluation period, the flow-concentration modd should be neutral. 
Moreover, tiie streamflow at wMch 85th percentile zinc concentration is expected to occur should not change, 
therefise, the traditional approacb>to setting an ambient stimdard can stiU be used. We can discuss this fiirther at 
our meeting. 

VnluntMrv Mitigation Proieef 

The list of mitigation projects is good We would Uke to have additional infomiation on the expected loadings to be 
removed by the projects. The Division needs to have a better undentanding of the infonnation that wiU be gatfaaed 
prior to any remediation efforts. The Division wiU want to ensure that there are adequate reviews of the plans and 
there is areasonable amount of infimnation which siqiports tiie activities at the sites and that the UkeUhood for 
success is high* SpecificaUy, detaded infonnation as to vdiere and to what extent the Kodiler/LongfeUow, Gold 
Prince, Eureka and South Fork of Cement Creek dumps and miU taiUngs wiU be removed Both the Water Quality 
Control Division and the Division of Minerals and Geology must be involved in the process of design and in the 
implementation and final inspection of the A and B projects. 
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Additional infonnation is needed on the proposal to fiU the mine with alkaline water. While it would seem to be 
appropriate to accelerate the filling of the mine in order to detennine what the impacts are m a shorter time fiame, 
our concern is about over long temi water quaUty impacts. Will the water eventuaUy return to acidic conditims thus 
creating a water quality impact in the future? WiU there be pockets of water in the mine which are not fUled by the 
alkaline water? Has this been done anywhere else with success? The Division needs more information on this 
process. We would appreciate information on exactly how it wiU be done and what measures wUl be taken to ensure 
that the water is distrdiuted through out the workings. HowwiUSGC detennine if it is woridng and the estimated 
tune for the water quaUty to reach equiUbrium? 

ftrmittipg 

General Permit. The Division is willing to draft a pcnnit fiar the work on aU mitigation sites. We have several 
peniuts in a draft stage which would provide the coverage and flexibiUty you desire. It would require that there be 
ao degradation in tiie water quaUty fiom your activities other than transient impacts assodated with construction. 
However, we do not feel that we coidd finaUze and issue such a permit in the time period you requested. We 
estimate 60+days to get the pennit to a stage where it can be p\d}Uc noticed. We would be wiUmg to covo-soneof 
the activities, such as 8(xne tailings removal, under stormwater general permits. This would provide SGC with the 
coverage under a pemiit in less than 30 days and, therefore, aUow some remediation to commence. We could also be 
wofking on finaUzing a petmit which deals with the other sites in question. 

CDPS/NPDES Permit The cunent pennits for the American Tunnel, Terry Tunnd and Mayflower miU are 
expired and have been extended. It would be the Division's intern to maintain tibese pernuts untU it is agreed tiiat 
the pennits no longer are needed We do fed that thgr do need to be renewed so that they ammitety reflect the 
current situation and standards. At this time we anticipate that the requiraaaeats to meet BAT wiU be the 
appropriate Umitations, however we must evaluate the discharge and ensure that any pemiit Umitations are in 
con^>liance with fedoal and state law and regulations. Has SGC evaluated what the quality ofthe discharge fiom 
die combined Cement Creek/American Tunnel discharge needs to be to meet the expected loading necessary to have 
no impact fiom the tunnd plugging? Concerning the inclusion of WET requirements, the Division feels that for 
the Terry Tumid and tiie Mityflower MiU aity discharges need to be in compliance with the WET requirements. 
Once the American Tunnd treatinent system begins to treat Cement Creek, then tiie Division would agree tiiat WET 
testing is not appropriate of the combined discharge. 

The stormwater requirements state that a penult is nooessaiy until bond release and/or stonnwater no longer comes 
into contact witii mining waste. This petmit wiU be needed until the site meets the regulatory requirements for 
permit termination 
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Moniterinp Rftguirementa 

The Division needs more infonnation rdative to the monitoring plan. This is an inqxutantpait ofthe agreement It 
is impoitant that tiic elements ofthe plan be outiioed in detail to ensure that there wiU not be confusion in the future 
as to what is required. It is very important tiiat both the Division and SGC have good data on which to base 
decisions. It is suggested that tiie monitoring plan required by DMG be combined with that proposed to meet our 
concerns. This would provide everyone witii a good understanding ofthe area's water quality, ovoid dupUcation of 
work and aUow SGC to provide the same information to both agendes. The monitoring information recpiired by 
DMG is also important to us. We have assumed that our monitoring program requirements would be in corijimction 
with DMG's requirements. Therefore we would expect tiiat the data fiom the plans would be sent to both agendes 
and tiuit the monitoring plan would be in place until both agencies agreed to any changes. The Agreemem wiU need 
to spedfy the sampling and analysis techniques which wiU be used Specific conunents on your proposal are: 

SGC Permitted Areas: It is not clear if the monitoring Usted is in addition to CDPS pennit requirements or are the 
permit requirements tiiat SGC wishes to have included in die pennit There is not a Ust of vAat metals are meam by 
"dissolved and total metals". The specific parameters need to be listed m the final agreement We would appreciate 
some darification on the parameters which SGC was planning to include. There is concem that the quality of 
Cement Creek mqr change quickly especiaUy during different portions ofthe year such as during spring runoff. 
McotUy monitoring may not be adequate to note changes in quahty. Additional infonnation is needed on how the 
diversion of Cement Creek wiU function before we can come to agreement on die proposed nicxutaring program. 

^_j Mitigation Sites: The time fiame for monitoring at tiie mitigation sites should be based on the type of mitigaticm 
tobecsqiected. The monitoring program proposed for diese sites may be adequate for some however, others may 
need additiond monitoring sites, additional parameters or need to be moutored for a longer period of time. It is 
suggested tiiat the monitoiing program be part ofthe submittd for each mitigation site. 

Reference Point: The discussion on the reference point includes a discussion on the calculation of the reference 
point levd and the necessary monitoring. It is proposed tiiat SGC use onty A-72 as a refierence point The WQCC 
adopted ambient standards for tiie Animas River between Maggie Gulch and Cemem Creek. Mine closure may 
affect the zinc concentration in this segment, therefore a monitoring point should be estabUshed for this segment A-
68 would be a good location. 

Beskles paints at A-72 and A-68, it is recommended tiiat a monitoiing pomt on Cement Creek, pre&rable at C-48 
be estabUshed Cement Creek has a similar flow/zinc coocentintianrdationahip as A-72. This pdnt could be used 
to estabUsh the amount of zxDc level reductions required fiom the Cement Creek treatment plan. Monitoring at C'48 
benefits SGC in tiiat the need for additiond nutigi^iao projects could be more reUabty detenuned tiian by depend!^ 
on A-72 akme, and the Division would know tiie efiectiveneas of die ptaig. Cement Creek should not become a 
reference point because the posdbiUty of the zinc concentraticm increasing in Cemeet Creek, however we do need to 
know v̂ utf is happening in this segment. 

It is not clear how SGC wiU determine ifthere are adverse i n p n ^ on die Animas fiom otiier parties. This is very 
inqiortam to SGC so that it is not hdd responsible for the exceodanceTof the 520 ug/l vAaidk are not the result of its 
activities. The Division feels that the burden must be on SGC for providing an afQimative defense on any 
exceedances. The Division would Uke to sec the procedures tiiat wiU be used to detennine if tiiere are adverse 
impacts. 
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The Division does not understand the cdculation methodology outlined in your proposal. We would appreciate your 
clarification on this at the May 17 meeting. It seems that the reference point loading should be equal to the 
cdcuiated loading at the reference point minus the loading of at^ adverse impacts. (It is suggested that the term 
"adverse impact" be defmed in the agreement) 

The Division does not see the reference point as a god or an indicator. This vdue is a baseline which wiU trigger 
required actions if exceeded 

Estimated Timing 

The Division is not comfortable with committing to a five year time period fiom when the plug is placed at the 
property Une to permit release. The Divisicm will want to see the mine pool stabiUzed prior to pennit release and 
have a good basdine of information which shows that the S20 ug/l is met and wiU continue to be met prior to 
aUowing the pennit to terminate. The indusion of the alkaline waters may push the decision point stMoewhat further 
into the fiiture. It is our understanding the DMG permit requires monitoring after equilbniim and is not tied to the 
date that the plug is dosed at the property line. 

Conditions for Final Permit Release 

Items land? do not necessarily agree. Item one says that the mine pool has reached eqiaUbrium plus 2 years vMe 
item seven states that five years has elapsed since tlw vdve was dosed at the property line. WhUe it is possible that 
these two could agree, it is also possible that equiUbrium mi^ not be reached in three years. If the mine takes 10 
years to reach equiUbrium, ̂ |̂(e time period for rdease could be 12 years after closing the plug at the propoty Une. 

The conditions outlined for permit release do not state that the quality ofthe Animas is acceptable. It is very 
important to the Division that any release from any additiond requirements be contingent on the qudity of the 
Animas. 

Otherltems. 

There was an item which we discussed previous^ but on vdiidi your prqixwd was sUenton, this is the need for 
public involvement It is very important that the pubUc vAatii \riU be affected by tiie activities of SGC have the 
opportunity to review and comment on this agreement The Division wiUmtf enter into an agreen^it which is 
opposed by the generdpubUc The Division wiUizuusttluit Echo BajAcommititsdf to compUanee with the 
agreement and die NPDES pennits. md a wqiiirawwit that Btim Duji MltUflg la paiiy tu Ihe agtiJemeat-^ 

Long Term UabUity. That were severd statements in die proposd which ded widi the release of loog term 
liabUity. These matters wiU need to be dedt widi individually, hi some cases the Division may not have the 
authority to release SGC fiiom UabiUty, in others the amount of rdease tiiat we fed comfortable with is directty 
rdated to other conditions ofthe agreement These issues wiU need to be dedt with during the drafting of an 
agreement. 
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We hope that this letter provides you with information which will make our meeting on May 17 more eflicient. 
Please contact me with any questions. 

Sincorely, 

Patricia A. Nelson, P.E. 
Industrid Program Chief 
Permits and Enforcement Section 
WATER QUALITY CONTROL DIVISION 

Jm Hon. FwU Support Section. WC2CD 
MS-3PennttFile -
AnMlia Whitii^ Attoniey Oeneral'* Office 
AUeo Soramon, Divirion of Minenli and Oeology 
Bill Robb. DufTotd and Brown. PC 
David Holm. Water Quality Controt Dividon 
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